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KEY ECONOMIC INDICATORS 


All values in million U.S, $ Exchange Rates: DH 4.60 - 1972 
DH 4.50 - 1973 
DH 4.40 - 1974 





7% change 
ITEM 1972 1973 73/72 1974 
INCOME, PRODUCTION, EMPLOYMENT 
GNP (Current Prices) 4,478 4,902 + 9.4% 5,906” 
GNP (1960 Prices) 3,028 3,268 -- 
Per Capita GNP (Current Prices in US $) 286 301 350? 
Fixed Investment (Current Prices) 593 646 + 8.2% 
Value Construction Authorizations 166 195 +14. 8% 
Value Agricultural Production (1960 Prices) 908 810 -10. 8% 
Electricity Consumption (Bil. Kwh) Lad 2.6 +12. 3% 
Value Phosphate Exports 149 175 +17.4% 
Industrial Production (1958 = 100) 185 208 + 6.2% 
MONEY AND PRICES 
Demand Deposits/Currency/Near Money L752 2,043 + 6.6% 2, 3195), 
Public Debt - Domestic 93 100 32— 
Public Debt - Foreign 
Debt Service Ratio 2/ 
Budget Receipts 1,672 1,003 462.45) 
Budget Expenditures 1,156 1,385 3485) 
of which: Investment Budget 358 500 94— 
Average Casablanca Consumer Prices 3/ 
(1958 = 100) 143.9 158.9 164.8— 
BALANCE OF PAYMENTS 
Net Gold/Exchange Reserves at year end 283 321 +11, 8% 338. 52/ 
Balance of Payments (Balance on Current 
and Long Term Current Accounts) i268 31.8 3/ 
Balance of Trade -136 -268.4 -103.73, 
Exports FOB 641 832 +27.47% 766.6— 
U.S. Share (%) 2 Le N.a. 37 
Imports CIF 777 1,052 +29. 5% 870.>—- 
U.S. Share (%) 8 10.7 nas 


MAIN IMPORTS FROM U.S. - 1973 (in metric tons) 


Wheat 510,000 ($64.2m); Corn 26,669 ($2.5m); Soya 12,914 ($3m); Tallow 12,240 ($3.5m); 
Ammonia solution 3,068 ($06.2m). 


P_ provisional U/ 4/74 2/ 5/74 = 6/74 





SUMMARY 


Morocco can, unlike most developing nations, look back as the end of 
1974 approaches with a degree of satisfaction at the evolution of its 
economy. During the first six months of 1974 there was, as expected, 
expansion of economic activity in a number of important sectors. 

The year, however, has not been without problems: supply difficulties 
were encountered for some raw materials and semi-finished products, 

the rise in prices of raw materials was more exorbitant than anticipated, 
and the internal cost of living shot up at a totally unforeseen rate. 
Moreover, the increase in inventory turnover was at a considerably 
higher level than the increase in production. Since it was not legally 
or practically possible to increase prices accordingly, a number of 
businesses met with financial difficulties. 


The economic upswing reflected the implementation of the new 5-year 
Development Plan but was attenuated in magnitude because of reduced 
aggregate demand caused by last year's poor harvest and the excessive 
rise in cost of basic commodities. These financial problems were 
worsened within some sectors by the continuing scarcity of technical 
personnel, 


The phosphate price increases of December 1973 and July 1974 pushed 

the overall balance of payments into a strong surplus position, though 
the trade balance remained negative. Moreover, the uncertainty of the 
oil and commodity price outlook and world economic conditions in general 
cloud the longer term balance of payments perspective. Tourist receipts 
diminished notably, though remittances from workers in Europe continued 
to increase somewhat. Merchandise exports increased by 66% while imports 
increased by 73% and net reserves rose moderately. 


The implementation of the new Development Plan is creating significant 
opportunities for U.S, exporters and actual and potential investors. 
Requests for bids have already been issued for a number of projects. 
The decline in investments during 1973 and early 1974 has given way to 
a net increase for the first six months of 1974. Agribusiness, light 
manufacturing (for export), tourism and engineering present attractive 
opportunities for U.S, business. 








CURRENT ECONOMIC SITUATION AND. TRENDS 


Economic Expansion Decelerating 


Implementation of the new 1973-1977 development plan took place, after 
some initial delay, in the fall of 1973. Increased government spending, 
in fulfillment of Plan objectives, began to be felt during the first six 
months of 1974. These factors, together with the quadrupling of 
phosphate prices, have supported a healthy economic expansion, especially 
in the industrial sector. 


Not every aspect of the picture is equally bright, however. The 1974 
grain crop suffered from unfavorable weather and disease conditions 
which resulted in a diminished output now estimated at 5.1 million 
metric tons. This was less than the hoped for 5.5 MMT. In what is 
still a basically agricultural country, this has reduced aggregate 
demand significantly. Other disappointing factors included the decrease 
in the number of tourists (down 15.59% during the first half of 1974) 
and accelerated inflation which brought the cost of living index to 
168.4 by August 1974, an increase of 14.3% on a year to year basis. 
There is mounting evidence that the rate of real growth has attenuated 
somewhat since early 1974--though, on balance, the near term outlook 
remains more than marginally favorable. 


Measures Adopted to Improve the Situation 


The July 31 decision of the Moroccan Phosphate Office (OCP) to raise the 
price of phosphate from US $42 to US $63 per metric ton (after a year 
end rise from US $14 to US $42)--which did not trigger any slow down of 
world demand--has helped importantly in financing the continued rise in 
Moroccan imports. 


Negotiations with the EEC directed at reaching a new agreement to extend 
commercial relations--especially increased sales of Moroccan agricultural 
and fisheries products as well as expanded economic and technical 
cooperation--will be resumed on October 26. A new agreement would be 

of prime importance to Morocco as most of Moroccan exports continue to 
go to the EEC nine. 


The Government of Morocco is also carrying out various activities aimed 
at increasing agriculture output. Among the program's major objectives 
are: 
-- covering Morocco's needs of cereals through local production; 
-- producing at least 40% of edible oil requirements domestically; 


-- developing at least 85,000 hectares of improved pastures to 
increase meat/dairy production; 


-- increasing cultivation of sugar beet and sugar cane which, 
at present, cover only 40% of the country's needs; 


-- expanding planned development of new irrigated lands from 
23,000 hectares/year to 35,000 hectares/year. 


The government intends to reach these objectives through: 


-- increasing the legal prices of the principal agricultural 
products; 


-- reorganizing the fertilizer market; 
-- reorganizing the Ministry of Agriculture; 


-- increasing the agricultural equipment budget from DH 470m 
(US $107 million) to DH 540m (US $123 million). 


Education and Labor Force 


The increase experienced in the number of students in primary, secondary, 
and technical schools (total about 1.7 million in 1974) has been at about 
the rate estimated in the current 5-year development plan. The increase, 
however, in the number of students is outpacing the rate of growth of the 
population at large and will create an acute man-power placement problem 
within a period of from 5 to 10 years. 


IMPLICATIONS FOR THE UNITED STATES 


Opportunities for U.S, Exporters 


The United States continues as Morocco's second most important foreign 
supplier, though with only an 11 percent share of the market it lags a 
considerable distance behind France. Nevertheless, the value of imports 
from the United States was up roughly 72% for 1973, reaching about $110 
million. The principal factor responsible was the jump in world wheat 
prices. 


Morocco imported relatively few American capital goods in 1973, largely 
because of the low level of government investment expenditures pending 
adoption of the new development plan. Revived development spending in 
1974 is changing this situation. A number of new projects are getting 
under way, and U.S. exporters have won some significant contracts, 


Considerable road building and housing construction is planned. In this 
sector, however, U.S, firms would probably find it advisable to cooperate 
with an established local firm familiar with local construction 
difficulties. At the same time, this should permit them to participate 








in many opportunities now being lost because of the relatively short 
time between the publication of calls for bids and established deadlines. 


Such an approach is also recommended for U.S, engineering and consultant 
firms considering Morocco as a potential market. Moroccan engineering 
and consulting enterprises are burgeoning. Most, however, cannot tackle 
large or. sophisticated projects without the help of European or American 
technology and experience. This is an opportune moment for U.S. firms 
to win a share of the market which has historically been monopolized by 
the French. 


Incentives to Foreign Investments in Specific Sectors 


The Moroccanization program adopted by decree on March 2, 1973, with 
varying implementation deadlines, requires 50 percent Moroccan ownership, 
majority Moroccan board membership, and a Moroccan national as president 
in specific commercial, financial, and some industrial fields. While 
such wholesale reorganization of past arrangements could not be expected 
to take place without some difficulties, most firms appear to be meeting 
Moroccanization requirements smoothly. The current period of transition 
has nevertheless significantly slowed the pace of American and other 
foreign investment in Morocco as many potential investors seems to have 
adopted a "wait and see" attitude, 


Despite the Government of Morocco's desire to reorient the ownership 
pattern of industry--as reflected in the Moroccanization decree--it 
continues in word and fact to actively pursue foreign direct investors. 
A major investment mission visited the United States in the spring with 
the objective of reassuring U.S, investors that Morocco's welcome mat 
is still out for those willing to participate in the economy as partners 
rather than landlords. In this connection, a newly adopted Investment 
Code provides for substantial incentives--mostly in the form of tax 
holidays and ‘repatriation guarantees to attract foreign investment to 
specific sectors, several of which are exempt from Moroccanization. 

The 1973-1977 development plan targets these same areas for dynamic 
growth. 


The former "Investment Commission" which used to decide which investment 
projects were to benefit from the incentives provided in the Investment 
Code which determines the number and nature of such incentives, has been 
abolished. It has been replaced by an automatic procedure intended to 
make things easier for foreign investors, including reducing the time 
necessary for the bureaucracy to process applications. Furthermore, 

the former Bureau d'Etudes et de Participation Industrielles (B,E.P.I. ) 
has been reorganized and staffed with qualified personnel under the new 
name of Office of Industrial Development (0.D,I.). The 0.D,I.'s 
principal purpose is to render aid and advice to investors, Moroccans 
and foreigners alike. In some instances it may even enter into 


a partnership where this seems essential to create a going entity. As 

a further incentive, financing is available locally through the National 
Development Bank (B,N.D.E.), the National Bank for Foreign Trade (B.M.C.E.), 
and the Building and Touristic Credit Institution (C.I.H.) for long term 
and medium term loans; short term and customary commercial credit are 
available through numerous commercial banks including two American banks, 
the First National City Bank and the Bank of America. These banks also 
possess EXIM lines of credit for those qualified and interested. 


The most promising areas for potential U.S, investors may be summarized 
as follows: 


Integrated Meat /Dairy Production. The five year plan projects 


substantial spending to increase meat and dairy production. The major 
objective of the dairy program is to replace imports, which account for 
some US $15 million/year, with domestic production. Almost all the meat 
production, on the other hand, is intended for export to Western Europe. 
The King Ranch already participates in a large scale beef cattle 
operation, and the Government of Morocco has expressed interest in 
seeing several other projects of similar scale in operation. 


Growing and Processing Specialty Fruits and Vegetables. The Moroccan 
Government is anxious to attract agribusiness investment. It envisages 


the establishment of integrated field/factory operations in each of the 
several irrigated areas of the country. Such operations would take 
advantage of the favorable climate, low labor costs, and the availability 
of highly fertile land, mostly the newly available farms taken over from 
former foreign ownership. Land would remain under Moroccan ownership 

but could be made available on long-term leases-or in partnership with 
local owners. Joint operations with private cooperatives to produce 
specialty fruits and vegetables for export, particularly to Western 
Europe, constitute another possible approach. There is only one such 
integrated plant in Morocco at present. 


Light Manufacture for Export. The Plan singles out for expansion 
and modernization the manufacture of certain export-oriented products 
such as electronic components, truck/car parts, ready made cloth and 
hosiery/knitwear. Production is to be directed toward markets in the 
European Community which levies no duties on Moroccan industrial exports. 


Tourism. The future of the tourism industry appears attractive in 
Morocco, despite currently high seasonality and the temporary slowdown 
arising from the North American-European recession. Nearly one and a 
half million tourists entered Morocco in 1973, and 2.7 million tourist 
entries are projected for 1977. Tourism is one of the priority sectors 
of the development plan, one top objective being the expansion of 
secondary tourist regions such as the Far South and the Mediterranean 
coast. The Investment Code gives maximum benefits for ventures in such 
areas. The Moroccan Hotel Credit Corporation (C.I.H.) will finance up 
to 70% of tourism investments. 
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